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Abstract 
According to research results that have been obtained, the behavior of earnings 
management during the IPO process is very serious. In China, only The Shanghai 
Stock Exchange, Shenzhen Stock Exchange and the National Equities Exchange and 
Quotations(i.e., The NEEQ) are national stock exchange. These three stock exchanges 
are important parts of the multi- level capital market system in our country and enable 
the stock transfer publicly for listed companies 
As the target company of SHEX, SZEX and the NEEQ is different, the related 
regulations are also quite different. This paper attempts to address the relationship 
between the capital market level and the earnings management during the IPO 
process. 
The NEEQ is built for providing capital market service for companies in early 
stage. There companies have just started with losses or tiny profit and its corporate 
governance structure is also very weak. These companies usually have a dominant 
shareholder and chairman of BOD being the CEO of company. All of there would 
have an impact on the behavior of earnings management or not is the issue this paper 
will address. 
At the same time, the way of reviewing is quite different between main board 
market and the NEEQ. The NEEQ review the candidate by adopting the registered 
way, shortening the cycle of getting listed. 
Till the end of 2014, the NEEQ listed companies amounted to 1572, 1216 
increased compared to the number in 2013, with a growth rate of 341.57%. Total 
market capitalization amounted to 459.14 billion RMB. While the NEEQ is growing 
rapidly, this paper hopes to address the main issue in this field and provide solutions 
to the problem. Meanwhile, this paper also tries to provide some suggestions to the 
reform of listing process of SHEX and SZEX by comparing the regulation difference 
between main board and the NEEQ. 
In order to solve such a problem, this paper used the sample from the main board 













I I I  
 
management, by using the modified Jones model generally accrued profit separation 
method to measure the degree of earnings management,  
And use the earnings management variables as the explaining variables to 
construct multiple regression model to test the level differences of capital market and 
its corporate governance. The results showed that: (1) during the process of listing on 
NEEQ, the New Three Board Enterprises has a higher degree than SHEX and SZEX; 
(2) As most of the NEEQ companies are in the early stage, corporate governance 
structure is not constructed and the degree of dominance of shareholder has a 
significant positive relevance with earnings management.  
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